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Another public clash has occurred in Honduras over the controversial issue of investments by
the military in business ventures. Over the past several years, resentment has steadily grown
among the local business elite over the army's ever-increasing weight as an independent economic
actor (for previous coverage see Central America Update 09/06/91, 04/10/92, 02/19/93, 04/02/93.)
The latest incident involves the US State Department, which has long argued against further
business investments by the military. During a three-day foreign investment seminar, which
concluded on July 1 in the northern city of San Pedro Sula, deputy assistant secretary of state John
Maisto reiterated the US stance of total opposition to military investments. According to Maisto,
"no military or political group should be allowed to enjoy an advantage over other [economic
actors.] This is something which undermines the very principle of the free market." (Maisto has
been appointed by the Clinton administration for the post of ambassador to Nicaragua, but the
appointment has not yet been confirmed in the Senate.) Armed Forces inspector general Gen.
Finlander Armijo publicly defended the Army's position. "Honduras benefits from new investments,
regardless of whether they come from civilians or the military," said Armijo. "The free market is
open to all, with the goal of contributing to the development of the nation. Development cannot
be achieved with weapons alone." Private sector representatives have repeatedly called on the
military to limit itself to its constitutional responsibilities regarding defense and public security,
and to refrain from making further investments. Armijo reiterated the army's official position that it
is not the military institution itself which is involved in investment activity, but rather the Military
Social Security Institute (Instituto de Prevision Militar, IPM). According to Armijo, the IPM enjoys
the same rights and obligations regarding the management of its pension fund portfolio as any other
employee contribution-based retirement fund. Analysts estimate that the IPM now ranks among
the country's top five economic investment groups, with estimated annual profits in excess of US$40
million. Opposition to the military's economic dealings began to escalate in mid-1991 when the IPM
acquired a controlling stake in a state-owned cement plant as part of the government's privatization
program. The IPM's bid for the plant was estimated at about US$20 million. Other major holdings
in the IPM's portfolio include a bank, an insurance company, extensive real estate, a radio station,
an advertising agency, and a funeral parlor. In addition, the armed forces control the state-owned
telecommunications company (HONDUTEL) and the merchant marine. [Sources: Pensamiento
Propio (Managua), Junio 1993; Agence France-Presse, 07/01/93]
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